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Smallholder Dairy Sector:
A big economic story in Kenya
Milk matters are big mattersin Kenya. The bedrock ofeconomic recovery here aselsewhere is employment,
income and nutrition for the poor.
Smallholder dairy production and mar-
keting is already enjoying success in
this country, directly generating jobs,
raising incomes and improving the
health of the poor. Enhancing this sec-
tor and broadening its benefits has
enormous potential to be a driver of
Kenya’s economic recovery.
Milk matters are big matters in
Kenya because Kenyans consume rela-
tively large amounts of milk. In sub-
Saharan Africa, only Sudan, Maurita-
nia and Botswana consume more per
person, and in the developing world as
a whole, only Mongolia and Mauritania
surpass Kenyan milk consumption,
when expressed as consumption in
relation to annual gross domestic prod-
uct.
Kenya has by far the largest dairy
herd in Africa, with more than 3 mil-
lion animals (without a livestock cen-
sus in recent decades, this is likely to
be an underestimate). This means that
Kenya has more dairy cattle than all
the other countries of East and South-
ern Africa combined, including South
Africa. 
Researchers and dairy development
partners in Kenya have identified key
constraints to greater development of
this dynamic sector. Their evidence
shows that high levels of commitment
by stakeholders in dairy development
and appropriate policy support for
dairy by smallholders can help get agri-
culture and the economy moving in
high gear in Kenya. The scientists and
development partners work in a collab-
orative project conducted by the Minis-
try of Livestock Development
(MoLD), the Kenya Agricultural
Research Institute (KARI) and the
International Livestock Research Insti-
tute (ILRI). This Smallholder Dairy
Project (SDP) is funded by the Depart-
ment for International Development of
the United Kingdom (See box on
right).
The SDP research suggests that
plans and policies to support Kenya’s
dairy industry should consider all of
the following:
• the needs of consumers and market-
ers as well as farmers
• the impacts on child nutrition and
development
• scientifically based assessments of
public health risks posed by markets
for unpasteurised milk 
• the impacts on employment genera-
tion in micro- and small enterprises in
rural and urban areas
• on-farm employment generated by
dairy enterprises
• development of a well-functioning
market for  milk and encouragement of
consumption by all types of consumers
• development of a competitive
processed-milk sector able to work
towards regional and/or international
exports.
Small-scale milk producers make 
profits in Kenya
The SDP research findings show that
smallholder milk production in Kenya
is a key driver of rural income and
employment. In Kiambu, Nakuru and
Nyandarua, people are able to make
good profits from dairying, whether
they are stall-feeding a cow or two on a
small piece of land or grazing their
cows in paddocks. In all systems, farm-
ers on average are able, after costs, to
make about twice as much income from
milk production than from other farm
enterprises or rural labour (as high as
244% of the income from alternative
wage labour in Nyandarua). And this
doesn’t include the additional benefits
dairy cattle provide farmers by insuring
them against financial emergencies,
serving as inflation-proof savings, and
producing the manure that sustains
their smallholder cropping. Studies by
SDP have shown that
use of manure for crop
production is a key
driving force to dairy
adoption, and that
nutrient cycling through
dairy animals is impor-
tant for sustaining small
holdings, thereby contributing to food
security on farms with cattle. The
research has also shown that half the
dairy farmers in many areas hire full-
time dairy workers. Thus, dairy is a key
driving force for sustainable rural
incomes and on-farm employment.
What is hurting dairy production most?
This research is countering popular
belief that imports of milk powder
threaten the livelihoods of Kenya’s
dairy farmers. In early 2002, farm-gate
milk prices dropped significantly in
some areas (particularly Rift Valley
and parts of Central Province) and
some milk processors limited the
amount of milk they bought from farm-
ers because they could not sell all the
milk being collected. The popular
media and some dairy industry stake-
holders blamed these price drops on
imports of milk powder. Partly as a
consequence, duty on such imports was
raised by almost 100% (from 35% to
60%) in early 2002.
However, examination of the import
figures revealed that milk powder
imports had actually fallen in the pre-
ceding period to about half the quan-
tity imported in the same period the
previous year. In recent years, milk
powder imports annually have repre-
sented 0.5% of Kenya’s national milk
production. It is unlikely that such
small import levels caused the tempo-
rary depressed milk price to farmers.
Rather, the price drop was likely to
have resulted from an over-supply of
milk caused by sustained rains that fell
in many parts of the country from
December 2001 through to February
2002, normally a dry period, and eco-
nomic stagnation limiting demand.
Overall, the evidence suggests that milk
powder imports at current levels pose no
significant threat to Kenya’s dairy farm-
ers.
A more immediate threat to the
incomes from dairy appears to be poor-
quality rural access roads and the dis-
tance from market outlets. SDP research
in Central Kenya found
that farmers 75 km or
more from Nairobi
obtain on average 22%
less for their milk than
farmers close to the city,
with poor feeder roads
contributing strongly to
this lower price. Each
additional kilometre of poor feeder road
between a farm and the main road
reduced the milk price by some 47 cents
per litre (about 3% per kilometre). 
Upgrading poor feeder roads to good
murram roads could reduce transport
costs on those roads by 30%, and raise
prices paid to farmers accordingly. Poor
roads also significantly reduce farmer
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Smallholder dairy production and marketing generates employment in rural and urban areas
The practice of boiling milk, whether pasteurised or not,
reduces health risks significantly, as all milk-borne
potential disease-causing micro-organisms are
destroyed by boiling
Smallholder Dairy Project (SDP)
The Smallholder DairyProject (SDP) conductsresearch and developmentwork to support sustainable
improvements in the livelihoods of
poor Kenyans through their partici-
pation in the dairy sub-sector. SDP is
jointly implemented by the Ministry
of Livestock Development, the
Kenya Agricultural Research Insti-
tute (KARI) and the International
Livestock Research Institute (ILRI).
The Project is led by the Ministry
with core funding from the UK
Department for International Devel-
opment (DfID). By combining the
research capacity of KARI and ILRI
with the experience and networks of
the Ministry, SDP has been providing
high-quality and wide-ranging
research information to support
smallholder dairy farmers, stakehold-
ers and policy-makers since 1997.
The three organisations work with
many collaborators, including gov-
ernment and regulatory bodies, the
private sector and civil society organ-
isations. 
SDP addresses the full spectrum of
dairy activities, from dairy produc-
tion and marketing through to con-
sumption. Having identified techno-
logical and policy issues constraining
dairy production, SDP is determining
research-based interventions that
farmers and policy makers can apply
to enhance dairy development in the
country.  Some of the technological
interventions include introducing the
fodder legume Desmodium and a
variety of Napier grass resistant to
head smut disease (See article oppo-
site page), growing maize for both
human food (grain) and animal feed
(crop residues), and targeting con-
centrate feed regimes for high milk
production. Together with other
players in the dairy industry, SDP
works with mobile milk traders (so-
called ‘hawkers’) to develop guide-
lines for improved milk hygiene and
evaluates possible changes in the cur-
rent policy governing the licensing of
milk traders. Working with small-
scale milk traders and a local manu-
facturer, SDP has improved the tradi-
tional milk can by adding a lockable
lid that prevents spillage during
transport. The milk can is currently
available in several sizes from Kalu-
works Ltd. (See









range of information materials,
including policy briefs, extension
leaflets and booklets and material for
radio programmes that provide
advice on farming practices. SDP also
hosts a Livestock Farmer Field
School project (See associated article
on page 16).
SDP disseminates its findings wide-
ly, including in forums where actors
in the dairy sub-sector discuss the
findings and provide feedback that
helps guide dairy research and devel-
opment. Information that can inform
policy-makers of the likely impacts of
current and alternative policies is an
important outcome of the research
partnership (See main article).
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